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Bank’s Management Performance and IT as a Strategic Tool
for Retail and Super-Banking

Kim, Chang Soo, Huh, Young Pin

This study examines whether expenditures in information technology (1) are associated with increcses
in Tobin's g ratics, a meosure of management performance, in the banking Industry. The  association
between [T expenditures and Tobin's g ratios Is different, depending upon the barks” size (national vs
regiondl) and strategic orientation (wholesale vs retail), in the Korean commercial banks for the pericd
studied 1990-1996. For national commercial banks which have more clients and electronic  banking
systems than regional banks, IT expenditures appear fo increase Tobin's g ratios.  This may indicate that
T is linked to the ability to achieve economies of scale or network effects when large banks use IT os
a strategic tool.  The associafion between [T expendtures and management performance measures is
also positive and statisticatty significant for refail-oriented banks.

This research makes two important practical confributions with respect fo financidl reform. First, the
evidence suggested that Korean commercial banks need to apply [T sfrategy in conjunction with
restructuring strategy to be a super-bank and, hence, reap substantial competitive advantage from [T
applications. Second, since the govemment recently encouraged commercial banks to increase credit
loans as @ means of financial reform, most banks fend to focus on retail banking. IT used in the retdil
banking sector confributes o improve management performance as the evidence suggested.
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